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SUBJECT: SCHMIDT-GISCARD MEETING 
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BEGIN SUMMARY: SENIOR FOREIGN OFFICE OFFICIAL HAS 
DISCUSSED RECENT SCHMIDT-GISCARD MEETING WITH DCM, 
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TO PURSUE STABILITY POLICY. OLLICIAL MADE CLEAR GERMAN 
READINESS TO SUPPORT FRENCH EFFORTS IN MULTILATERAL 
CONTEXT AND TO WORK WITH GISCARD AND OTHER EC PARTNERS 
IN ECONOMIC AND MONETARY FIELDS. OFFICIAL ALSO TERMED 
GISCARD MORE RELAXED VIS-A-VIS CONSULTATIONS WITH US 
AND ROLE OF EC COMMISSION. HE EXPRESSED HOPE THAT THE 
US WOULD RECOGNIZE THE EVOLVING FRENCH POSITION AND 
WOULD DEAL WITH THE NINE ON A MULTILATERAL BASIS. END 
SUMMARY 

1. DURING JUNE 12 MEETING WITH DCM, SENIOR FONOFF 
OFFICIAL EXPRESSED FRG RELIEF AND SATISFACTION AT THE 
STATED DETERMINATION OF GISCARD TO PURSUE ECONOMIC 
STABILITY POLICY. OUR SOURCE SAID BONN SAW NO 
ALTERNATIVE TO PARALLEL POLICIES AND COOPERATION WITH 
EC PARTNERS. HE NOTED THAT THE ROLE OF FRANCE, THE 
MAJOR FRG CUSTOMER, IS DECISIVE. WITHOUT SUCH A 
POLICY BY FRANCE AND OTHER EC PARTNERS, SURPLUSES 

IN THE GERMAN BALAHCE OF PAYMENTS WOULD ONLY SIGNIFY 
THAT THE FRG WAS SELLING ITS PRODUCTS TOO CHEAPLY AND 
WAS OBTAINING FOREIGN CURRENCY THAT WOULD SIMPLY BE 
DEVALUED QUICKLY THEREAFTER. THUS ADDING FURTHER TO 
INTERNAL ECONOMIC INSTABILITY. 

2. CONTINUING. FONOFF OFFICIAL VENTED WELL-KNOWN 
GERMAN CONCERN CONCERNING HIGH RATE OF INFLATION. 

SUCH CIRCUMSTANCES MEANT THAT REVALUATION WOULD BE 
MEANINGLESS AS AN INSTRUMENT OF ECONOMIC STABILITY. 
MOREOVER. REVALUATION WOULD HURT SECTORS OF THE ECONOMY 
NEEDING PROTECTION AND WOULD PRODUCE A CERTAIN STAGNATION 
IN EMPLOYMENT. SECTORS LIKE THE AUTOMOBILE INDUSTRY 
ALREADY WERE IN A TOUGH SITUATION AND THIS AFFECTED THE 
ECONOMY AS A WHOLE. UNEMPLOYMENT ALSO HAD THE 
CONSEQUENCES THAT FOREIGN WORKERS WERE THE FIRST TO GO. 

3. WHILE WELCOMING GISCARD'S STATED POLICY, FONOFF 
OFFICIAL SAID THAT THE FRENCH PRESIDENT HAD A TOUGH 
ROAD AHEAD. HE SAID GISCARD IS NOT SEEKING BILATERAL 
SUPPORT BUT THE FRG WOULD BE READY TO CONTRIBUTE ITS 
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SHARE TO HELP FRANCE IN A MULTILATERAL FRAMEWORK. 

4. OUR SOURCE SAID BOTH SCHMIDT AND GISCARD AGREED THAT 
TOO MUCH TIME HAD BEEN LOST IN ESTABLISHING THE ECONOMIC 
AND MONETARY UNION. HE SAID BOTH LEADERS AGREED TO WORK 
TOGETHER TO TRY TO MOVE FORWARD ON EMU. MOREOVER, 

THEY SPOKE OF COOPERATION IN THE MONETARY FIELD, IN 
PARTICULAR REGARDING GOLD RESERVES. POSSIBLE DEVELOPMENT 
OF A COMMUNITY-LEVEL BANK INSTITUTION AND EVEN THE 
SETTING UP OF A FOREIGN CURRENCY FUND IN THE COMMON 
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HAD BEEN AGREED UPON, THE TWO LEADERS WERE REPORTEDLY 
DETERMINED TO PERSEVERE ON A DAILY BASIS TO ASSURE THAT 
THEIR BROAD INSTRUCTIONS WERE CARRIED OUT. 

5. ON THE POLITICAL SIDE, OUR SOURCE SAID GISCARD WAS 
MUCH MORE RELAXED VIS-A-VIS RELATIONS WITH THE 

US AND THAT PRESTIGE WOULD PLAY LESS OF A ROLE FOR 
FRANCE THAN IT HAD DURING THE POMPIDOU GOVERNMENT. 
FURTHER, THE NEW FRENCH GOVERNMENT WAS FAR MORE 
INCLINED TO ACCEPT THE ROLE OF BRUSSELS INSTITUTIONS, 
INCLUDING THE EC COMMISSION. AT THE JUNE 10-11 EC-9 
MINISTERIAL, SAUVAGNARGUES HAD TAKEN A VERY RELAXED 
STANCE REGARDING THE COMMISSION'S ROLE IN THE UPCOMING 
EC/ARAB DIALOGUE. 

6. WHILE FONOFF OFFICIAL DID NOT EXPECT ANY EARLY 
SPECTACULAR CHANGES IN FRENCH FOREIGN POLICY, HE SAID 
HE COULD IMAGINE THAT THE FRENCH WOULD BE 

EASIER TO DEAL WITH. HE WAS CONCERNED, HOWEVER, ON 
ONE POINT IN FUTURE US RELATIONS WITH FRANCE AND THE 
COMMUNITY. IN THE PAST, OUR SOURCE UNDERSTOOD THE 
US APPROACH TO FRANCE TO BE CONCEIVED IN BILATERAL 
TERMS. NOW THAT FRANCE SEEMED TO BE MOVING TOWARD 
MORE COOPERATION IN THE EC-9 MULTILATERAL CONTEXT, 

OUR SOURCE EXPRESSED THE HOPE THAT THE US WOULD DEAL 
WITH BOTH PARIS AND THE NINE ON SUCH A MULTILATERAL 
BASIS. 

HIT .1 .F.NBR AND 
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